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KEY ECONOMIC INDICATORS: MARTINIQUE Exchange rates: 1971: 1 franc 0.181 
1972: 1 france 0.198 


1973: 1 franc $0.205 


11 values in million U.S. $ 
nless otherwise stated 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 


GNP at Constant (Year) Prices (1966=100) 
Per Capita GNP, Current Prices (in dollars) 
Plant & Equipment Investment 
Housing units constructed 
Hotel rooms constructed 
Outstanding government credit to public 
sector (non-housing) end of year 
Outstanding credit to private sector 
(industrial development) end of year 
Sales figures for products subject to 
Value Added Tax (TVA) 
Production (Major items) 
Sugar (metric tons) 
Rum (hectoliters ) 
Bananas (metric tons) 
Pineapples (metric tons) 
Tourist/nights at Principal Hotels 
Number of Cruise ship visitors 
Minimum Industrial Hourly wage (SMIC) 
end of year (social security excluded) 


MONEY AND PRICES 


Money Supply at end of year 
Average Interest Rate at Commercial Banks 
Retail Price Index at end of year(1966=100) 


*Corrected Figures 


1971 


328 
255 
957 


a 
20 
$ 31 


$ 9.5% 
$297 


28,272 
ret 
165,292 

18° hie2 
252,638 
118,609 

$ 0.60 


$122 


9% 
132.8 


$ 10.0 
$386* 


21,845 
110,649 
213,702 

21,924 
289,524 
179,355 

$ 0.74 


1 
tox 


139.1 


1973 


N.A. 
N.A. 
N.A. 


999 
326 
N.A. 


N.A. 
$450 


22,944 
106, 787 
171,618 

20,949 
343, 844 
203,509 

$ 0.91 


$228 
12-1/2% 
154.3 


Rate of growth 


(in francs not $ 


N.A. 
-. 
N.A. 


eee 
N.A. 


N.A. 
+12% 


-3% 
-20 
U% 
+19% 





KEY ECONOMIC INDICATORS: 


BALANCE OF PAYMENTS AND TRADE 


Balance of Public Expenditures on 
Current Account 

Balance of Trade 

Exports 
U.S. Share 

Imports 
U.S. Share 


MARTINIQUE (Continued) 


1972 


Rate of 
growth (in 


francs not $) 


A 


-$130 ° 
-$122* 1 
51* 6 
0.07 


“Bea 





KEY ECONOMIC INDICATORS: GUADELOUPE 


All values in million U.S. $ 
unless otherwise stated 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices 

GNP at Constant (Year) Prices (1967=100) 
Per Capita GNP, Current Prices(in dollars) 
Plant & Equipment Investment 


Hotel rooms constructed 
Outstanding government credit to Public 
secter (nonhousing) end of year 
Outstanding credit to Private sector 
(Industrial Development) end of year 
Sales figures for products subject to 
Value Added Tax (TVA) 
Production (major items) 
Sugar (metric tons) 
Rum pnaepons ters) 
Bananas (metric tons) 
Number of Cruise Ship Visitors 
Minimum Industrial Hourly Wage (SMIC) end 
ef year (social security excluded) 


MONEY AND PRICES 


Money Supply at end of year 
Average Interest Rate at Commercial Banks 
Retail Price Index at end of year (1967=100) 


Exchange r 


ates: 1971 - 1 franc= $0.181 


1972 - 1 franc= 
1973 - 1 franc= 


0.198 
0.205 


Rate of 
Growth (in 


francs not $) 





KEY ECONOMIC INDICATORS: GUADELOUPE (CONTINUED) 


Rate of growth 
(in francs 


BALANCE OF PAYMENTS AND TRADE 1972 1973 not $) 


Balance of Public Expenditures on 
Current Account -$83 N.A. N.A. 

Balance of Trade -$106* ey -19% 

Exports ow 58 +42% 
U.S. Share 


0.05 N.A. N.A. 
Imports 148% 184 +20% 
U.S. Share 8.1 


6.6 +184 





KEY ECONOMIC INDICATORS: GUYANE (French Guiana) 


All values in million U.S. $ 
unless otherwise stated 


INCOME, PRODUCTION, EMPLOYMENT 
Plant & Equipment Investment 


Hotel rooms constructed 
Outstanding government credit to public 
sector (nonhousing) end of year 
Outstanding credit to private sector 
(industrial development) end of year 
Production (Major items) 
Shrimp (thousands of metric tons) exported 
Logs and Lumber (thousands of cubic meters) 
Minimum industrial hourly wage (SMIC) end of 
year (social security excluded) 


MONEY AND PRICES 
Money Supply at end of year 
Average interest rate at Commercial Banks 
Retail Price Index at end of year(1968=100) 


BALANCE OF PAYMENTS AND TRADE 
Balance of Public Expenditures on Current 
Account (total) 
of which regular expenditures 
of which expenditures for Space Center 
Balance of Trade 
Exports 
U.S. Share 
Imports 
U.S. Share 


Exchange rates: 
1970: 1 france 0.181 
1971: 1 franc 0.181 
1972: 1 franc 0.198 


Rate of growth 


1972 (in francs not $) 


478 +34% 
no change 


+29% 
-4g, 
iy 
+12% 
-7% 
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MARTINIQUE, GUADELOUPE, FRENCH GUIANA 


SUMMARY 


The total amount of French Government aid to Martinique, 
Guadeloupe and Guyane (French Guiana) continues to increase 
at a steady pace. Already it is large enough to give their 
inhabitants a Mediterranean-type rather than standard Carib- 
bean standard-of-living. Although this French Government 
spending is the mainstay of the local economies, it is 
largely concentrated in non-productive fields such as wel- 
fare. The old mainstays of the local economies -- agricul- 
ture, fishing and forestry -- are all in difficulty with 
little sign of improvement. The Government looks to tourism 
and emigration to Metropolitan France as a means of soaking 
up the large number of unemployed and underemployed. 


The French Antilles and Guyane remain high consumption 
economies importing goods worth more than four times as 

much as their exports. The imbalance is financed by French 
Government expenditures. Their economies provide good mar- 
kets for U.S. consumer and capital goods despite competition 
from duty-free Common Market imports. Foreign capital is 
welcomed and encouraged by tax incentives and other benefits. 
Barring a drastic change in French Government policy towards 
its Overseas Departments, the outlook is for continued high 
French Government spending and a continuation of the highly- 
favored economic status of Martinique, Guadeloupe and Guyane. 





Finally, it will be noted that the language in the narrative 
portion of the report has been tightened. This has made it 
possible to devote more attention to the “Implications for 
the United States" portion of the document. In accordance 
with the suggestions contained in referenced OM, a conscious 
effort has been made to write the report so it projects more 
into the future impact in U.S. trade. 





CURRENT ECONOMIC SITUATION AND TRENDS 


High French Government Spending, Wage Levels, and Unemployment 


The economics of the French Antilles and Guyane continue to be 
overwhelmingly dependent upon heavy spending by the French Govern- 
ment. Government spending in the French Antilles has actually 
been amounting to 55% of the GNP of Guadeloupe and Martinique. 
While Government expenditures vary from year to year as projects 
are terminated and new ones begun, the general trend is strongly 
upward. Since 1966, the increase in Government expenditures 

from one year to the next has averaged 14%. In pursuing its goal 
of bringing these Overseas Departments up to the economic level 
of the Metropolitan counterparts, the Government is spending a 
good deal more money than it raises in local taxes. In 1972, the 
net deficit on current account was $265 million. This amounted 
to $364 per inhabitant. Even these figures do not tell the full 
story of the subsidy to the French Antilles and Guyane since they 
do not include the many Government low-cost loan funds. 


The economies of Martinique, Guadeloupe and Guyane are dominated 
by trades and services, the trade being mostly in imported goods. 
Using constant francs rather than devalued dollars for purposes 

of comparison, total imports into the French West Indies increased 
by 10% during the 1973 calendar year. Exports were up by more 
than 14% during the same period but this did little more than re- 
coup the ground lost in 1972 when both Martinique and Guadeloupe 
were plagued by drought conditions. Imports continued to be 
worth more than four times the value of exports. 


Government policy has been to bring the local minimum wage up 

to that of Metropolitan France. While it is at present about 

22% lower than that in Continental France, it is still substantial- 
ly higher than in the nearby English-speaking islands. Moreover, 
it is accompanied by important social security benefits. Taxes 
paid by employers to finance these benefits average 35% of payroll. 


The French social welfare programs of social security, family al- 
lowances, and medical aid play a very important role in personal 
income. These programs have been increasing for several years, 
and the average individual receives about $160 a year in social 
welfare benefits from the Government today. Local social security 
receipts cover less than 50% of these expenses, with the balance 
being made up by the French Government. 





This seemingly bright salary and welfare picture is misleading 
when one considers the level of unemployment and underemployment 
and the large number of seasonal workers, particularly in the 
agricultural sector. The creation of new jobs is insufficient 

to compensate both for loss of employment in agriculture and 
growth in population. This is true even though permanent emigra- 
tion to Metropolitan France, both Government-sponsored and spon- 
taneous, results in the resident population increasing at a rate 
of 1-1/2% a year rather than at the 2% rate indicated by the ex- 
cess of births over deaths. Thus, there are approximately 25,000 
to 30,000 unemployed or seriously underemployed in Martinique 
with the same number in Guadeloupe. This amounts to 25% - 30% 
of the working population. Yet there is general reluctance to 
accept seasonal agricultural or other menial employment. As a 
result, owners of large cane plantations and sugar mills are re- 
gularly obliged to import the labor necessary for the harvest. 
Even the most optimistic projections do not expect expansion of 
the private economy to fill present and future employment needs. 


Agriculture, Fishing and Forestry in Decline 


Roughly 40% of the working population in Guadeloupe is engaged in 
agricultural activities and about 30% of those in Martinique. 

Yet the agricultural sector contributes only 17% of the GNP in 
Guadeloupe and 10% in Martinique. 


Martinique and Guadeloupe produce tropical products for export 

but are obliged to pay European-level wages and fringe benefits. 

As a result, their agricultural products are largely non-competitive 
except in protected markets. Three of the main crops, sugar, 
bananas and pineapples, do benefit from such protection: Common 
Market in the case of the former and French for the latter two. 


The French Antilles have a Common Market sugar quota of 240,000 
tons. Up until the end of 1971, they also benefited from a 

60,000 ton U.S. sugar quota. Since sugar production in 1972 was 
only 103,000 tons, the abolition of the U.S. sugar quota obviously 
did not result in a frantic search for new markets. Nor did the 
abolition of that quota by itself cause a drop in producer income: 
the French Government had been making up the difference between 
the protected high Common Market price for sugar and the somewhat- 
lower, if equally-protected, U.S. price. 





Despite year to year fluctuations caused by weather conditions, 
the long-term trend of sugar products in the French West Indies 
has been downward. Future prospects for sugar are poor. With 
the lowest-paid agricultural labor already receiving 83¢ an 

hour, with wages constantly going up, with social security costs 
for agricultural labor amounting to hog of basic salary--the 
wage/price squeeze is particularly harsh on sugar producers with 
their seasonal labor-intensive crop. Moreover, while mechaniza- 
tion may offer some relief in Guadeloupe, it offers few prospects 
in mountainous Martinique. Thus it came as little surprise when 
one of the three remaining sugar factories in Martinique failed 
to resume production in 1974 as did two of Guadeloupe's nine. 
Other sugar factories in both Martinique and Guadeloupe are like- 
wise in difficult financial straits. 


While two-thirds of the French market is by law reserved for French 
Antillian bananas, limitations on the size of the French market 
preclude any sizeable increase in production unless the fruit 
should be integrated into the Common Market's agricultural system. 
Moreover, the French Government deliberately keeps the price low 

as bananas are the only fruit included in the official cost-of- 
living index. A monopoly granted to the French Line (CGT) to 
transport all bananas between the French Antilles and Metropolitan 
France is also a negative factor. On the other hand, there has 
been considerable government aid in the form of financial grants 

to producers and construction of modern warehouses-cum-banana- 
loading-docks. Production fell 13% from 1972 to 1973 in part due 
to climatic conditions but largely because of the wage/price squeeze 
on the growers. Pineapple production is in somewhat the same shape. 
42-1/2% of the French market is reserved for Martiniquan production 
and the Common Market has agreed to aid the industry. Neverthe- 
less, production fell slightly in 1973 as producers felt the wage/ 
price squeeze. 


Exports of rum from both Martinique and Guadeloupe show some pro- 
mise. While production fluctuates from year to year depending 
on climatic conditions, the general trend had been gradually up- 
ward. Early in 1973 Bacardi opened a processing facility in 
Martinique designed to export rum to the Common Market. Thus the 
outlook is for increased exports of rum from Martinique in the 
years to come, 


The French authorities are trying to bring about a partial transi- 
tion to the cultivation of high-priced market-garden produce for 
the European and American winter market. Success thus far has 

been minimal. It appears that the land exploited for this pur- 
pose is too small to permit necessary economies of scale. Authori- 


ties are also tryin o increase local production of_meat oultry 
fruits, and wogetables to meet the needs of the local market. , 





However, the trend is towards greater reliance on imports from 
Metropolitan France, not less. Once again, it appears that 
economies of scale are against the project. 


The fewer than 50,000 people who make up the population of Guyane 
are even more dependent on French Government spending than are 
the inhabitants of Martinique and Guadeloupe. In 1973 the value 
of Guyanese exports remained virtually unchanged while the value 
of imports increased. As a result, in 1973 imports were worth 
eleven times the value of exports compared with ten times in 1972. 


In point of fact, the only export product worthy of the name is 
shrimp, virtually all of which goes to the U.S. Production in- 
creased about 9% in 1973 over 1972. No French concerns shrimp 

off Guyane and the industry is in the hands of two American-owned 
firms. Increased shrimp production, which currently makes up al- 
most three-quarters of the total value of Guyanese exports, is un- 
likely. Maximum production consistent with maintenance of breed- 
ing stock has already been achieved. Moreover, Brazil's unilateral 
decision to extend its territorial waters to 200 miles casts a 
cloud over the industry's future. The catch will become uneconomic 
unless the French Government can reach an agreement with the Brazi- 
lian Government to allow the American companies to continue follow- 
ing and catching the migrating shrimp as they move from an area 

off the Guyanese coast to one off Brazil. 


In the past Guyane has been a producer of tropical hardwoods for 
export. However, the last large lumber mill closed early in 1971 
leaving only small-scale enterprises in the field. The major 
causes were high labor costs and the exhaustion of readily-exploit- 
able sources of supply. 


Industrialization Develops Slowly 


The relatively high wages prevailing in the French West Indies, 
the small size of the local market, and the distances from sources 
of raw material and large markets are not conducive to large-scale 
industrialization. 


In 1970 the industrial sector* accounted for 12% of GNP in Guade- 
loupe and 17% in Martinique. However, construction and public 
works, both largely financed by subsidies from the French Govern- 
ment, account for two-thirds of these figures. The importance of 
public financing in the construction industry is demonstrated by 


* The sugar, rum and canned food industries are counted 
in the agricultural sector. 





fluctuations in housing starts. The number of new homes under 
construction reflects administrative decisions and the disbursal 
of public funds rather than the state of the private economy. 


Private industry consists at present mostly of the production of 
consumer goods such as paints, plastics, furniture, flour, mar- 
garine, edible oils, beer, soft drinks, bricks, tiles, soap, etc. 
Cement (clinker-grinding) plants did begin production on both 
Islands in early 1971. An oil refinery in Martinique also began 
production in that year. The majority shareholder in the refinery 
is a French Government-owned oil company but the American com- 
panies EXXON and TEXACO each have 1/6 of the shares. The plant is 
designed to satisfy French Antillian needs in petroleum products. 
The French Antilles are among various West Indian Islands being 
considered as the site for a proposed 40-million-tons-a-year 
petroleum refinery which would utilize foreign crude oil and ship 
the refined products to the U.S. Market. However, further con- 
sideration of this project appears to have been shelved until 

the world petroleum supply situation is clarified. 


The Space Center at Kourou in Guyane which was begun eight years 
ago has been completed. It represented an investment of $100 
million and has a yearly operating cost of about $20 million. 
While this construction and the presence of the base technicians 
have made themselves felt on the underdeveloped economic and com- 
mercial system of Guyane, the impact has been limited by the 
orientation of the base toward Metropolitan France, both official- 
ly and unofficially. The technicians live pretty much among them- 
selves importing all their needs. French authorities had hoped 
that the infrastructure construction for the base would spur the 
whole Department into increased development and attract outside 
capital. This never occurred and the economy of the Department 

is stagnant. Activities at the Space Center began to contract 

in 1973 because of the Common Market's decision to scrap the 
Europa II space program. No real recovery is expected before 

1980 at the earliest. 


The mining industry, which is non-existent in the French Antilles, 
except for items like gravel and pumice, fell on evil days in 

Guyane with the gradual depletion of viable gold mines. The specta- 
cular rise in the price of gold over the last few years has aroused 
renewed interest in these old workings. Guyane also has signifi- 
cant quantities of bauxite which may become worth exploiting if 

the world price rises somewhat. 





High Hopes for Tourism in the Antilles 


There is general agreement that the tourist industry offers the 
best potential for the future economic development of the French 
Antilles. Tourism is considered particularly important as a 
means of ameliorating the heavy unemployment rate. In part be- 
cause of this, the French Government offers important fiscal ad- 
vantages 66 citizens and non-citizens alike who are willing to 
create new tourist facilities. 


Martinique has already made considerable progress in developing 

its tourist industry. Despite currency revaluation and an energy 
crisis, the number of tourist/nights spent at principal hotels 

was up 19% over 1972 and the number of cruise ship visitors up 

13%. Statistics for Guadeloupe are not as readily available, 
probably because the tourist industry has not developed as rapidly 
there as it has in Martinique. However, Guadeloupe has been mak- 
ing considerable efforts in this area over the last few years. If 
one includes its distant island dependencies of St. Barthelemy and 
French St. Martin, Guadeloupe actually offers more hotel beds today 
than does Martinique. However, four times more cruise ship passen- 
gers visit Martinique than visit Guadeloupe. 


Further expansion of the French Antillian tourist industry seems 
assured. In 1973 Air France opened two new large luxury hotels; 
one on Martinique and one on Guadeloupe. Other smaller hotels 
have recantly opened and still others are nearing completion. 

Thus far virtually all tourist development in the French Antilles 
has been directed towards the affluent visitor from North America. 
Both Islands desire to diversify by offering accommodations to 
— more modest budgets and clientele from other parts of the 
world. 


IMPLICATIONS FOR THE UNITED STATES 


Increased Opportunities for U.S. Exporters 


The U.S. enjoys a very favorable balance of trade with these Over- 
seas Departments. U.S. imports are negligible, except for shrimp 
from Guyane. Moreover, shrimp are counted both as a U.S. export 
to Guyane (when they are off loaded from U.S. shrimp boats) and 

as a U.S. import from Guyane (after they are processed and frozen 
and are sent to the U.S.). As far as other U.S. exports are con- 
cerned, they cover a wide variety of items. The U.S. has long 
been the second largest supplier to these Overseas Departments 





after Metropolitan France itself. In 1973, U.S. exports were 
worth about $23 million. Due to the overwhelming predominance 
of Metropolitan France in the local economies, however, this re- 
presented only 5% of total imports. 


During 1973 the U.S. proportion of the export market remained 
constant. Obviously, dollar devaluation has not as yet had the 
beneficial effect on U.S. exports which had been hoped. Never- 
theless, increasing French Government expenditures, rapid popula- 
tion growth, and tourist development can be expected to result in 
a steadily growing demand for U.S. products. 


Particularly attractive possibilities exist for increased exports 

of U.S. capital goods and consumer durables such as air conditioners. 
Indeed, the customs classification "mechanical boilers, machines, 
appliances and engines" is by far the largest element in U.S. ex- 
ports to these Overseas Departments. The hotel construction pro- 
gram will undoubtedly offer increased possibilities for the export 
of U.S. earth-moving equipment and building supplies such as alu- 
minum products. The impressive road building program likewise of- 
fers a fruitful field for the export of U.S. earth-moving equipment. 


Increased imports of foodstuffs from the U.S. to serve both the 
hotel trade and the increasingly affluent consumer are also likely. 
High quality meat, which is in short supply locally, is in a parti- 
cularly favorable position. Already foodstuffs of one sort or 
another provide the second largest element in U.S. exports to 

these areas. 


Other U.S. consumer products with good possibilities for expan- 
sion include ready-made clothes, water sports equipment and all 
types of fixtures and gadgets. These items are already selling 
well on local markets. 


Finally, a significant percentage of U.S. exports to the French 
West Indies consists of paper for the International Paper Com- 
pany plants in Martinique and Guadeloupe which make cardboard boxes 
for shipping bananas and other agricultural produce to Europe. 
Recent new investments by International Paper promise to result 
in increased imports of paper from the U.S. during the years to 
come, 


These Overseas Departments, being integral parts of France, im- 
pose no duties in imports from France or its Common Market part- 
ners. The U.S. and other third country products are thereby put 
at a disadvantage, a disadvantage which is aggravated by the 





irregularity of sea transport from the U.S. The gradual elimina- 
tion of tariffs within the Common Market has in past years been 
reflected by a relative drop in American imports. Certain large 
American firms have overcome these handicaps by exporting the 
products of their Metropolitan French subsidiaries, or in some 
cases of their non-French Common Market subsidiaries. 


The U.S. also possesses certain advantages in exporting to these 
areas. They are closer to the U.S. than they are to Metropolitan 
France and hence air freight rates are cheaper. Pan American, 
Eastern and Air France all fly regularly between the French West 
Indies and the U.S. Moreover, well over half of the many tourists 
(and an even greater percentage of the even more numerous cruise 
ship pikteers) are from North America. They provide a market for 
everything from American photographic film to U.S. sun tan oil. 

In addition, these visitors are gradually accustoming the local 
population to appreciate hitherto-unknown American products. 


Thus far American businessmen have been somewhat tardy in exploit- 
ing the ever-increasing export opportunities presented by these 


Overseas Departments of France. The situation is expected to 
change as U.S. exporters realize (a) that these areas enjoy a 
Mediterranean rather than a normal Caribbean standard of living, 
b) that this standard of living is increasing at a rapid rate, 
c) that local tastes are becoming ever more receptive to Ameri- 
can products, and that a rapidly-increasing tourist trade wants 
to buy the American items they are accustomed to at home, and 
(d) that a more realistic dollar/franc exchange rate has made 
American products much more competitive. 


American Investments Desired 


The French Government hopes that its investments in its Carib- 
bean Departments! infrastructure will lead to self-sustained 
economic growth and will attract private investment from outside 
to this end. It had originally been hoped that capital from 
Metropolitan France would fill this role but this has not materi- 
alized to the extent desired. In the face of the present large 
scale unemployment and population growth in the Antilles and 
Guyane, investments from anywhere are now officially welcome. 





Present operating American investments are concentrated in the 
two shrimp fishing and freezing concerns in Guyane, the Inter- 
national Paper Company plants in Martinique and Guadeloupe, the 
U.S. share in the oil refinery, a United Fruit Company banana- 
growing project in Guadeloupe, and Bacardi rum's new facility to 
reprocess local rum for shipment to Europe. In addition, in- 
terest is being shown in the possible purchase of existing hotels 
or construction of new ones by various American hotel chains. 
Further American investments should be facilitated by the installa- 
tion of American branch banks: Bank of America, which opened in 
December 1970 in Martinique and Chase Manhattan, which opened in 
April 1972 in Guadeloupe and January 1973 in Martinique. 


The prospects for American investment seem bright, particularly 
as long as the present departmental status of the French Antilles 
and Guyane is maintained. The French administration provides 
many advantages, in the way of tax exemptions and goyemment 
loans, in order to encourage such investments. However, the im- 
plementation of these beneficial measures is sometimes slow. 
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Franchising in the Economy, 1972-74 
(1974-542-653/126) at $1.25 each 

[_] Number of establishments 

[_] Volume of sales 

] Employment in franchising 

(] International operations 

[_] Changes in ownership 

[|] Data by key business sectors 


GQ major force in 
the economy 


The franchise method of distribution is 
a significant part of the nation’s market- 
ing system and sales are expected to 
reach $178 billion in 1974. The Con- 
sumer Goods and Services Division, 
Bureau of Domestic Commerce, has a 
continuing program which collects and 
publishes data on franchising by key 
business sectors. 


Franchise Opportunities Handbook 
(September 1973) at $2.20 each 
[] Data on 521 franchise operations 
Description of operations 
Equity capital needed 
Training provided 
[] Sources of franchising information 
[] Checklist for evaluating a franchise 
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